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NATIONAL Harness Mrrs.’ Ass’n v. Fererat Trape ComMIssIoN, 


ET AL, 
(268 Fed. Rep. 705) 


United States Circuit Court of Appeals, Sixth Circuit 
December 7, 1920 


Unrair Competition—Feperat Trape Commission Act—ConstTITvuTIon- 

ALITY. 

Congress has power to declare unlawful acts of unfair compe- 
tition, to order them discontinued, and to authorize an administrative 
commission to pass upon such acts, with respect to the question both 
of law and of fact, subject, however, to review by the courts. 
Unramr Competition—Ricut oF SearcH—CONSTITUTIONAL GUARAN- 

TrEsS—INJury Must Be Snown. 

The question whether the act in question violates the Fourth 
Amendment by authorizing searches and seizures is not here at issue, 
as defendants have not availed themselves of the right; moreover, 
one who attacks a statute as unconstitutional must show that he is 
injured thereby. 

Unramr Competition—Feperat TrapeE CommMiss1on—J URISDICTION— 

UNINCORPORATED ASSOCIATIONS. 

Where the alleged acts of unfair competition were committed, as 
in the case at issue, by the officers and members of an unincorporated 
association, the latter are amenable to the provisions of the statute, 
although the plaintiff, as such association not engaged in business, 
may be exempt therefrom. 

Unrar Competirion—Feperat Trape Commission—Pvustiic INTEREsT. 

Attempts by plaintiff to promote a system whereby manufac- 
turers should sell to jobbers only, the jobbers to retailers only, and 
the retailers alone to consumers, to exclude from membership con- 
cerns doing a combined wholesale and retail business, and to prevent 
the sale of accessories to such concerns are unlawful and subject 
to restriction by the Federal Trade Commission. In view of the 
above, the public interest in the matter is obvious. 


Original petition by the National Harness Manufacturers’ 
Association against the Federal Trade Commission and others, to 
review an order of the Commission requiring petitioner and its co- 
respondents to cease certain alleged unfair methods of competition 
in interstate commerce. Order of Commission affirmed. 


Leonard Garver, Jr., of Cincinnati, Ohio (Lorbach & Garver, 
of Cincinnati, Ohio, on the brief), for petitioner. 
Marvin Farrington, of Washington, D. C. (Claude R. Porter 
and Marvin Farrington, both of Washington, D. C., and 
Walter B. Wooden, of Chicago, Ill., on the brief), for 
respondents. 
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Before KNapPEN, Denison and Donanug, Circuit Judges. 


Knappen, Circuit Judge: Original petition under section 5 
of the Federal Trade Commission Act (Act Sept. 26, 1914, c. 311, 
U. S. Comp. Stat. § 8836a et seq.) to review an order of the Com- 
mission requiring petitioner and its co-respondents to cease and 
desist from certain alleged unfair methods of competition in inter- 
state commerce. The proceeding was brought against both peti- 
tioner, the National Harness Manufacturers’ Association of the 
United States of America (hereinafter called the Harness Manu- 
facturers’ Association, or the petitioner), its officers and the mem- 
bers of its executive committee by name, as well as about 20 local 
associations composing the membership of the Harness Manufac- 
turers’ Association, and the Wholesale Saddlery Association of 
the United States (hereinafter called the Saddlery Association), 
its officers and the members of its executive committee by name, and 
a large number of named persons, firms, or corporations composing 
the membership of that association. The order to cease and desist 
included both associations. The Saddlery Association asks no re- 
view of the Commission’s order. 

The petitioner here assails that order on the grounds, first, that 
the Federal Trade Commission Act is unconstitutional; second, that 
the Commission had no jurisdiction in this particular case; and, 
third, that the order to cease and desist is not supported by the 
evidence. 

1. The constitutionality of the act is assailed, first, as assum- 

ing— 
“to combine legislative, executive, and judicial powers and functions, and 
to confer them upon one and the same administrative body, contrary to 
articles I, II and III of the Constitution, and because it assumes to 
authorize the commission, which is ostensibly an administrative body, to 
deprive persons of their property without due process of law, contrary to 
the Fifth Amendment of the Constitution.” 

This proposition is to our minds without merit. Congress 
plainly has power to declare unfair methods of competition unlaw- 
ful and to require that their practice cease. This Congress has 
done by the act in question. It with equal clearness has the power 
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to authorize an administrative commission to determine (a) the 
question what methods of competition the given trader employs, 
and (b) provisionally the mixed question of law and fact whether 
such methods are unfair. These questions being determined against 
the trader, the administrative requirement to cease and desist, pre- 
scribed by Congress, follows as matter of course, but only pro- 
visionally. The Commission’s determination of these questions is 
not final. Not only does the statute give a right of review thereon, 
upon application by an aggrieved trader, to a Circuit Court of 
Appeals of the United States, but the Commission’s order is not 
enforceable by the Commission, but only by order of court. “It 
is for the courts, not the Commission, ultimately to determine as 
matter of law” what the words “unfair methods of competition” 
include. Federal Trade Commission v. Gratz, 253 U. S. 421, 40 
Sup. Ct. 572, 575, 64 L. Ed. [9 T. M. Rep. 409]. 

Throughout the proceedings, not only before the Commission, 
but before the court, the trader is given the right and opportunity 
to be heard. The act delegates to the Commission no judicial 
powers, nor does it, in our opinion, confer invalid executive or 
administrative authority. Buttfield v. Stranahan, 192 U. S. 470, 
24 Sup. Ct. 349, 48 L. Ed. 525; Union Bridge Co. v. United States, 
204 U. S. 364, 27 Sup. Ct. 367, 51 L. Ed. 523; Pennsylvania Rail- 
road v. International Coal Co., 2830 U. S. 184, 33 Sup. Ct. 893, 
57 L. Ed. 1446, Ann. Cas. 1915A, 315; Coopersville Co. v. Lemon 
(C. C. A. 6) 163 Fed. 145, 147, et seqg., 89 C. C. A. 595; National 
Pole Co. v. C. & N. W. Ry. Co. (C. C. A. 7) 211 Fed. 65, 127 
C. C. A. 561. The criticism that the statute makes the Commis- 
sion both judge and prosecutor is too unsubstantial to justify dis- 
cussion. The constitutionality of the act, against objections similar 
to those presented here, has recently been sustained by the Circuit 
Court of Appeals of the Seventh Circuit in a considered and per- 
suasive opinion. Sears, Roebuck § Co. v. Federal Trade Com- 
mission, 258 Fed. 307, 169 C. C. A. 323, 6 A. L. R. 358 [9 T. M. 
Rep. 899]. None of the petitioner’s citations contain, in our 
opinion, anything necessarily opposed thereto. Upon this record, 
we have no occasion to consider the construction or effect of the 
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provision of the act which makes conclusive, if supported by testi- 
mony, the Commission’s findings as to facts as distinguished from 
conclusions of law, or of mixed fact and law. In saying so, however, 
we must not be understood to intimate that the provision referred 
to is invalid.’ 

The act is also assailed as violating the Fourth Amendment 
to the federal Constitution, which protects against “unreasonable 
searches and seizures,” which petitioner asserts are provided for 
by the so-called inquisitorial feature of section 9 (Comp. St. § 
8836i), in the declaration that “for the purpose of this act the 
commission, or its duly authorized agent or agents, shall at all 
reasonable times have access to, for the purpose of examination, 
and the right to copy any documentary evidence of any corporation 
being investigated or proceeded against”; a provision whose en- 
forcement is provided for by section 10 (section 8836j), which 
subjects any person to fine or imprisonment, or both, “who shall 
willfully refuse to submit to the commission or to any of its au- 
thorized agents, for the purpose of inspection and taking copies, 
any documentary evidence of such corporation in his possession or 
within his control.” 

Of this criticism it is enough to say that the provisions in 
question of sections 9 and 10 are not before this court. The Com- 
mission has not attempted to exercise them. Section 9 otherwise 
contains complete provision for enforcing, by subpoena, the attend- 
ance and testimony of witnesses and the production of all docu- 
mentary evidence relating to any matter under investigation. Be- 
yond this the Commission has not gone. That one attacking a 
statute as unconstitutional must show that the alleged unconstitu- 
tional feature injures him is settled by a long line of authorities, 
among which are Tyler v. Judges, 179 U. S. 405, 409, 21 Sup. Ct. 
206, 45 L. Ed. 252; Turpin v. Lemon, 187 U. S. 51, 60, 61, 23 

* See the discussion in Buttfield v. Stranahan, supra, 192 U. S. at page 
494 et seq., 24 Sup. Ct. 349, 48 L. Ed. 525; also in Union Bridge Co. v. 
United States, supra, 204 U. S. at pages 377-387, 27 Sup. Ct. 367, 51 L. 


Ed. 523; also in Coopersville Co. v. Lemon, supra, 163 Fed. at page 147 
et seg., 89 C. C. A. 595. 





ERNE Ie cine. => ceeieneanmnaemniedill 


<orw 


Ue weer ee 


Lp ISTH 








NAT. HARNESS MFRS.’ ASS N V. FEDERAL TRADE COM., ET AL. 45 


Sup. Ct. 20, 47 L. Ed. 70; Hooker v. Burr, 194 U. S. 415, 419, 
24 Sup. Ct. 706, 48 L. Ed. 1046. 

2. By section 5 of the Federal Trade Commission Act (Comp. 
St. § 8836e) the Commission is given jurisdiction, when it has rea- 
son to believe that “any * * * person, partnership, or corporation 
has been or is using any unfair method of competition in com- 
merce, and if it shall appear to the commission that a proceeding 
by it in respect thereof would be to the interest of the public.” 
Section 4 of the act (section 8836d) defines a corporation as “any 
company or association, incorporated or unincorporated,’ which 
either (a) is organized to carry on business for profit and has 
shares of capital or capital stock, or (b) is “without shares of 
capital or capital stock, except partnerships, which is organized 
to carry on business for its own profit or that of its members.” 
The Harness Manufacturers’ Association is a voluntary unincor- 
porated association, and thus without capital stock. It is not 
itself engaged in business. Petitioner contends that it therefore 
is not within the act. But this contention overlooks the fact that 
the association is not the only one proceeded against; but that its 
officers and the members of its executive committee, as well as its 
membership generally, are included in the proceedings as parties 
and made subject to the Commission’s order. The language of the 
act affords no support for the thought that individuals, partner- 
ships, and corporations can escape restraint, under the act, from 
combining in the use of unfair methods of competition, merely 
because they employ as a medium therefor an unincorporated vol- 
untary association, without capital and not itself engaged in com- 
mercial business. The order may be enforced by reaching the 
officers and members, personally and individually. A voluntary 
association, having many members, may be brought into court by 
service on its officers and such of its members as are known and 
can be conveniently reached, sufficient being served to represent all 
the diverse interests. Evenson v. Spaulding (C. C. A. 9) 150 Fed. 
517, 82 C. C. A. 263, 9 L. R. A. (N. S.) 904. Among the cases 
under the Anti-Trust Act which have enforced the liability of in- 
dividual members for acts in violation of the statute, although done 
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through a voluntary unincorporated association, are Loewe v. Law- 
lor, 208 U. S. 274, 28 Sup. Ct. 301, 52 L. Ed. 488, 13 Ann. Cas. 
815, Dowd v. United Mine Workers of America (C. C. A. 8) 235 
Fed. 1, 5, 6, 148 C. C. A. 495, and (apparently) Eastern States 
Lumber Co. v. United States, 234 U. S. 600, 34 Sup. Ct. 951, 58 
L. Ed. 1490, L. R. A. 1915A, 788. These cases we think present 
a satisfactory analogy to the instant case. 

The contention that the Harness Manufacturers’ Association 
is not engaged in commerce is answered by the consideration, first, 
that many of its members are so engaged; and, second, that inter- 
state commerce is claimed to have been directly affected by the 
alleged unfair methods of competition. Loewe v. Lawlor, supra; 
Eastern States Lumber Co. v. United States, supra; Nash v. United 
States, 229 U. S. 873, 379, 33 Sup. Ct. 780, 57 L. Ed. 1232. The 
objection that the public is not interested in the activities of the 
association is answered by the fact that, if the Commission’s find- 
ings are to be accepted, trade conditions in the harness and saddlery 
trade have been substantially affected by the methods of competi- 
tion in question. This subject will more fully appear by considera- 
tion of the nature and effect of the commission’s findings. 

8. The harness and saddlery trade consists broadly of three 
divisions: (a) Manufacturers of saddlery hardware, harness goods 
and horse furnishing goods; (b) wholesalers and jobbers, who buy 
the last mentioned classes of goods from the manufacturers and 
themselves manufacture harness in wholesale quantities, selling 
both classes of products to the retailer; (c) retail harness dealers, 
who sell saddlery goods at retail and to a small extent manufacture 
harness. 

The commission’s findings of fact, so far as now important, 
may be thus summarized: Prior to the organization of the Sad- 


dlery Association, it was the general custom for accessory manu- 
facturers to sell direct to retailers, and in large and important sec- 
tions of the United States the wholesale and retail saddlery business 
has long been conducted as one operation. The Harness Manu- 
facturers’ Association is a voluntary unincorporated association, 
its membership being composed largely of city and district asso- 
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ciations in various cities throughout the states of the Union; the 
membership of these associations being composed of concerns en- 
gaged in manufacturing and selling harness and saddlery goods 
at retail, and who purchase their supplies of harness and saddlery 
goods largely from wholesalers and jobbers in interstate commerce, 
including members of the Saddlery Association. The membership 
of the Saddlery Association, which comprised the greater part of 
the wholesale saddlery trade of the United States, consisted of 
persons and concerns engaged in selling at wholesale harness and 
saddlery goods in interstate commerce throughout the various states 
and territories of the United States to retail dealers, both members 
and non-members of the Harness Manufacturers’ Association, and 
in direct competition with other persons or organizations similarly 
engaged—its declared policy being (at variance with the condition 
above set forth) to promote a system of trade by which the manu- 
facturers should sell to jobbers only, the jobbers to retailers only, 
and the retailers alone direct to consumers; that the Saddlery 
Association accordingly adopted and established a rule that 
concerns doing a combined and closely affiliated wholesale and retail 
business were not eligible to new admission into the Saddlery Asso- 
ciation (although some of its old members were still, in various 
parts of the United States, doing a combined wholesale and retail 
business), as well as a policy that such concerns were not entitled 
to recognition as legitimate jobbers, and that the adoption of such 
rule and policy was brought about in part by the influence and 
pressure, and in response to the overtures of the Harness Manu- 
facturers’ Association. 

The commission further found that the officers, committees, 
and members of the Harness Manufacturers’ Association and of the 
Saddlery Association have actively cooperated to establish the prin- 
ciple that a combined and closely affiliated wholesale and retail 
business was not a legitimate wholesale business’; that the secretary 
of the Saddlery Association has attempted to prevent accessory man- 

‘It is to be noted that one of the objects of the Harness Manufac- 
turers’ Association, as stated in its constitution and by-laws, is “to protect 


the harness dealers from the unjust sale of goods by wholesale dealers 
direct to consumers.” 
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ufacturers from recognizing, as legitimate jobbers, wholesalers 
whose names were furnished by the Harness Manufacturers’ Asso- 
ciation to the Saddlery Association as complained of by retailers 
for competing with them; and that the Harness Manufacturers’ 
Association has used its influence with the Saddlery Association to 
prevent the admission of specific concerns to membership in the 
latter association and the recognition of such concerns as legitimate 
jobbers. The Commission further found that the Harness Manu- 
facturers’ Association has requested and secured the cooperation 
of members of the Saddlery Association in a refusal to sell to mail 
order houses, hardware stores, general stores, and other compet- 
itors of retail harness manufacturers not recognized by the Har- 
ness Manufacturers’ Association as legitimate; that the latter has 
refused the privilege of associate membership to accessory manu- 
facturers and jobbers who sell to mail order houses, establishing, 
however, an associate membership, restricted to manufacturers, and 
jobbers who do not sell to consumers and to mail order houses, 
and who are otherwise in harmony with the policy of the associa- 
tion, and issuing credentials thereof to the traveling salesmen of 
associate members, and urging and encouraging the affiliated re- 
tailers to withdraw and withhold patronage from concerns whose 
salesmen were not so equipped, and have induced the members of 
the Saddlery Association to use their influence with the accessory 
manufacturers not to sell mail order houses; and that by reasons 
of refusals of accessory manufacturers, due to objections of the 
Saddlery Association, to recognize as jobbers certain competitors 
of members of that association, such competitors have been forced 
to buy from the Saddlery Association at prices higher than charged 
by manufacturers to recognize jobbers. The Commission further 
found that, as a result of the opposition of the Harness Manufac- 
turers’ Association to sales by manufacturers and jobbers to the 
classes of competitors before mentioned, the latter had been pre- 
vented from purchasing as freely in interstate commerce as they 
would have been without such opposition. The findings detail many 
instances of specific means used to accomplish the various classes 
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of alleged unfair methods of competition, and which we deem it 
unnecessary to set out. 

Both the Saddlery and Harness Manufacturers’ Association, 
its officers, committees, and members of its subsidiary and affiliated 
associations, were ordered to cease and desist from conspiring or 
combining between themselves to induce, coerce, and compel acces- 
sory manufacturers to refuse to recognize as legitimate jobbers, 
entitled to buy from manufacturers at jobbers’ prices and terms, 
individuals and concerns doing or endeavoring to do a combined 
and closely affiliated wholesale and retail business, and from carry- 
ing on between themselves communications having the purpose, 
tendency, and effect of so inducing, coercing, and compelling acces- 
sory manufacturers in the respect above referred to. 

The Harness Manufacturers’ Association, its officers, commit- 
tees, and members of its subsidiary and affiliated associations were 
ordered to cease and desist from (a) conspiring or combining 
among themselves to induce, coerce, and compel manufacturers and 
jobbers to refuse to sell any of the competitors of retail harness 
manufacturers; (b) using any scheme whereby the active member- 
ship of the Harness Manufacturers’ Association concerted to favor 
with or confine their patronage to manufacturers and jobbers com- 
prising the associate membership of that association or who had 
not complied with its active membership by selling to certain com- 
petitors thereof; (c) using or continuing any system of credentials 
or other indication of manufacturers’ and jobbers’ sales policies with 
regard to certain competitors and consumers, and from encourag- 
ing and urging retailers to confine their patronage to or to pat- 
ronize manufacturers and jobbers whose sales policy is in harmony 
with the Harness Manufacturers’ Association’s requirements as be- 
fore set out; (d) inducing members of the Saddlery Association 
to use their influence with accessory manufacturers not to sell to 
mail order houses or other competitors of retail harness manufac- 
turers. 

In our opinion, the Commission’s findings of fact, and the exist- 
ence of the combinations, schemes, and practices directed to be 
discontinued, are amply sustained either by undisputed testimony 
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or by the great preponderance of the evidence. This conclusion 
is not overcome by petitioner’s criticisms addressed to specific 
features of the testimony. The findings of fact being so supported, 
the Commission’s order is, in our opinion, fully justified by the 
authorities to which attention has already been called, including 
especially Eastern States Lumber Co. v. United States, supra, 
where a state of facts quite similar to that found here was held to 
amount to a violation of the Sherman Anti-Trust Act. 

In view of what has appeared, the criticism of lack of public 
injury is without force. The suggestion that no damage has been 
shown, even if true in fact, is answered by the consideration that 
the remedy afforded by the statute is preventive, not compensatory. 

The order of the commission, so far as it relates to the Har- 
ness Manufacturers’ Association, its officers, committees, and the 
members of its subsidiary and affiliated associations, is affirmed. 


T. C. Hurst & Son v. Feperat Trape ComMMiIssIoN, ET AL. 
(268 Fed. Rep. 874) 


United States District Court, Eastern District of Virginia 


October 2, 1920 


Unrairr Competition UNbER THE Feperat TradE Commission AcT— 

CONSTITUTION ALITY—GIVING OF GRATUITIES. 

The Federal Trade Commission in an order directing plaintiffs 
to desist from giving gratuities to persons in an attempt to gain 
their patronage, held to have acted within its rights, and the claim 
that the act creating such commission is unconstitutional is without 
merit, inasmuch as Congress clearly has a right to declare what are 
fair and what are unfair methods in foreign and interstate commerce. 
Unrarr Competition—INJUNCTION—J URISDICTION. 

Where the enforcement of the order sought to be enjoined is 
exclusively within the jurisdiction of the Circuit Court of Appeals, 
the District Court will not issue such an injunction. 


In inquity. On motion for preliminary injunction. Denied. 


Henry Bowden and H. G. Cochran, both of Norfolk, Va., for 


complainants. 


E. C. Alvord and Charles S. Moore, both of Washington, D. C., 
for defendants. 





- mill 
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WappiLL, District Judge: The bill in equity in this case is 
filed by the complainants, who are engaged in carrying on and 
conducting business as ship chandlers, supplying ships with pro- 
visions and supplies, and delivering such provisions and supplies 
to ships within the State of Virginia, against the above named 
defendants, to enjoin and restrain them and each of them, their 
agents, servants, employees, and subordinates from prosecuting a 
certain complaint inaugurated by the Commission pursuant to its 
order of the 29th of June, 1920, against the complainants, T. C. 
Hurst & Son, wherein it is averred and charged that the said T. C. 
Hurst & Son, at Norfolk, Va., while engaged in their business of 
furnishing merchandise and supplies, such as groceries, provisions, 
meats, and deck and engine supplies, for transportation in inter- 
state and foreign commerce, to ships engaged in commerce between 
the states of the United States, and between the United States 
and foreign countries, and upon foreign and American-owned ves- 
sels, in direct competition with other firms, co-partnerships, and 
corporations similarly engaged, gave captains, engineers, and other 
employees of vessels, without the knowledge and consent of the 
owners thereof, sums of money and other gratuities, as an induce- 
ment to influence such employees or owners to purchase supplies 
from the respondents, the complainants herein, which said acts 
were charged to be unfair methods of competition in commerce, 
within the intent and meaning of section 5 of the act of Congress 
of September 26, 1914 (Comp. St. § 8836e), creating the Federal 
Trade Commission. 

The said complainants further sought to enjoin and restrain 
the Commission, its members, agents, and attorneys from enforcing, 
or attempting to enforce, or causing to be enforced against the 
complainants, its members, agents, servants, employees, or cus- 
tomers, any of the penalties, seizures, and forfeitures provided in 
the act of Congress aforesaid, creating the Federal Trade Com- 
mission, dated September 26, 1914, 88 Stat. 717 (Comp. St. §§ 
8836a-8836k), entitled “An act to create a Federal Trade Com- 
mission, to define its powers and duties, and for other purposes,” 
and from arresting and prosecuting, or in any wise interfering 
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with, the proper business and affairs of the complainants, and from 
requiring them to produce before the Commission, or its examiners 
or agents, the books, records, papers, and documents bearing on 
and showing their said business, and to enjoin and restrain the 
Commission and its representatives from examining said books, rec- 
ords, papers, and documents. 

The complainants aver that sections 5, 6, 9 and 10 (Comp. 
St. §§ 8836e, 8836f, 8836i, 8836j) of the act creating the Commis- 
sion are unconstitutional and void: (a) Because beyond the powers 
vested in Congress by the Constitution; (b) because they delegate 
to the Commission, legislative authority, in violation of articles 1 
and 8, and Amendment 10 of the Constitution; (c) because the 
Commission is empowered to define and determine what shall con- 
stitute “unfair method of competition in commerce’; (d) because 
the act attempts to regulate intrastate as well as interstate com- 
merce; and (e) because the order and proceedings sought to be 
enjoined discriminate between persons engaged in the same line 
of business, and take away the property of one without due process 
of law, and without just compensation, in violation of the fifth, 
sixth, ninth, and tenth Amendments of the Constitution, without 
molesting the other, and for other alleged grievances more par- 
ticularly and specifically set up in the bill of the complainants. 

The importance of this case to the government is manifest, 
as it seeks in effect to stay the hand and destroy the efficiency of 
one of the great commissions created by Congress to deal with 
matters committed to its authority and control. The constitution- 
ality of the act itself is challenged; also the right of the Com- 
mission to decide what shall constitute unfair competition, and 
of Congress to authorize it so to do, as well as the manner in which 
the Commission may proceed in the discharge of its duties to deter- 
mine what is unfair competition; the specific complaint being that 
the Commission may not proceed against a particular person, firm, 
or corporation, believed to be engaged in unfair competition, but 


must in the same proceeding include all other persons similarly 
engaged. 
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With a view of showing just what the Commission is empow- 
ered to do, and what authority and jurisdiction this court has to 
act in respect thereto, reference should be had to the provisions 
of the act of Congress in question. Section 5 of the act is as 
follows: 


“Sec. 5. That unfair methods of competition in commerce are hereby 
declared unlawful. 

“The commission is hereby empowered and directed to prevent per- 
sons, partnerships, or corporations, except banks, and common carriers 
subject to the acts to regulate commerce, from using unfair methods of 
competition in commerce. 

“Whenever the commission shall have reason to believe that any such 
person, partnership, or corporation has been or is using any unfair method 
of competition in commerce, and if it shall appear to the commission 
that a proceeding by it in respect thereof would be to the interest of 
the public, it shall issue and serve upon such person, partnership, or 
corporation a complaint stating its charges in that respect, and contain- 
ing a notice of a hearing upon a day and at a place therein fixed at 
least thirty days after the service of said complaint. The person, partner- 
ship, or corporation so complained of shall have the right to appear at 
the place and time so fixed and show cause why an order should not be 
entered by the commission requiring such person, partnership or corpora- 
tion to cease and desist from the violation of the law so charged in said 
complaint. * * * If upon such hearing the commission shall be of the 
opinion that the method of competition in question is prohibited by this 
act, it shall make a report in writing in which it shall state its findings 
as to the facts, and shall issue and cause to be served on such person, 
partnership, or corporation or order such person, partnership, or cor- 
poration to cease and desist from using such method of competition. * * * 

“If such person, partnership, or corporation fails or neglects to obey 
such order of the commission while the same is in effect, the commission 
may apply to the Circuit Court of Appeals of the United States, within 
any circuit where the method of competition in question was used or where 
such person, partnership, or corporation resides or carries on business, 
for the enforcement of its order, and shall certify and file with its appli- 
cation a transcript of the entire record in the proceeding, including all 
the testimony taken and the report and order of the commission. Upon 
such filing of the application and transcript the court shall cause notice 
thereof to be served upon such person, partnership, or corporation and 
thereupon shall have jurisdiction of the proceeding and of the question 
determined therein, and shall have power to make and enter upon the 
pleadings, testimony, and proceedings set forth in such transcript a decree 
affirming, modifying, or setting aside the order of the commission. The 
findings of the commission as to the facts, if supported by testimony, 
shall be conclusive. * * * The judgment and decree of the court shall 
be final, except that the same shall be subject to review by the Supreme 
Court upon certiorari, as provided in section two hundred and forty of 
the Judicial Code. 

“Any party required by such order of the commission to cease and 
desist from using such method of competition may obtain a review of such 
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order in said Circuit Court of Appeals by filing in the court a written 
petition praying that the order of the commission be set aside. A copy 
of such petition shall be forthwith served upon the commission, and there- 
upon the commission forthwith shall certify and file in the court a 
transcript of the record as hereinbefore provided. Upon the filing of the 
transcript the court shall have the same jurisdiction to affirm, set aside, 
or modify the order of the commission as in the case of an application 
by the commission for the enforcement of its order, and the findings of 


the commission as to the facts, if supported by testimony, shall in like 
manner be conclusive. 


“The jurisdiction of the Circuit Court of Appeals of the United 
States to enforce, set aside, or modify orders of the commission shall be 


exclusive.” 

The above extracts from the act of Congress make it clear just 
what the powers of the Federal Trade Commission are. The 
method of procedure for carrying out and executing these provi- 
sions by the Commission is specific, as is also the effect of its de- 
cisions, and the manner in which the same may be enforced. The 
purpose of the act is to make unfair methods of competition in 
commerce, unlawful, and the Commission is empowered and directed 
to prevent persons, partnerships, or corporations, other than banks 
and common carriers, subject to the acts to regulate commerce, 
from using unfair methods of competition in commerce. She 
power granted is far-reaching in its results, and of a most salutary 
character. Banks and common carriers were doubtless excepted 
from the provisions of the act, because each was subject to the 
direction and control of a separate commission largely similar to 
that of the Trade Commission. 

The contention that the act of Congress is unconstitutional, 
for any of the reasons specified, is without merit, as it is mani- 
festly within the power of Congress to legislate generally in re- 
spect to the burdens that may or may not be imposed upon foreign 
and interstate commerce, and it is also within its power to declare 
what would be fair and what unfair methods and dealings in rela- 
tion thereto, and how the same should be ascertained and deter- 
mined. The Commission is given full power and authority to inves- 
tigate, make findings of fact, and render its judgment and order 
in relation thereto, and before the same is carried into effect, the 
judgment of the Circuit Court of Appeals, the second highest court 
under the government, is to be sought by the Commission, to enforce 
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its order, and any party required by such order to cease and desist 
from using such method of competition may obtain a review of such 
order in the Circuit Court of Appeals, by filing its written petition 
praying therefor. The action of the Circuit Court of Appeals is 
final, save that when its interposition is sought by the Commission, 
certiorari lies from its decision to the Supreme Court of the United 
States. The jurisdiction of the Circuit Court of Appeals to enforce, 
set aside, or modify orders of the Commission, is exclusive. In 
all of the proceedings, whether before the commission or the court, 
the amplest provision is made for notice to and full hearing of all 
parties interested, and for this court, for any of the reasons urged, 
to anticipate by injunction the action of the Commission, and the 
judgment of the court charged under the law with the review there- 
of, would be clearly an usurpation of authority. 

Counsel urgently insist that injunctive relief be afforded to 
prevent the seizure and inspection of the complainant’s private 
papers, books, and records, showing their business transactions, 
relating to the subject under investigation. While, undoubtedly, 
the relief sought may sometimes be afforded by injunction, still 
it does not seem to the court the proper remedy here, where the 
enforcement of the orders sought to be enjoined are exclusively 
within the jurisdiction of the Circuit Court of Appeals. Wilson 
v. Lambert, 168 U. S. 611, 618, 18 Sup. Ct. 217, 42 L. Ed. 599. 
From this court’s action, as well in refusing as granting an in- 
junction (Judicial Code, § 129 [Comp. St. § 1121]), an appeal 
lies direct to that court, and it, or a judge thereof, would doubtless 
stay proceedings sought to be enjoined, where the appeal was 
from an order refusing an injunction, if in the judgment of the 
court such action should be necessary to meet the ends of justice. 

For the reasons stated, the court, being further of opinion 
that the Commission acted entirely within its rights of and con- 
cerning a matter liable to injuriously affect commerce, doth decline 
to grant the injunction prayed for. 
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FEeAsEL, ET AL Vv. Noxatt Pouisn Mre. Co., ET AL. 
(268 Fed. Rep. 887) 


United States District Court, Eastern District of Pennsylvania 
October 21, 1920 


Trape-Marxks—Unrair Competition—SecretT Formuta—ContTract— 

INJUNCTION. 

Where defendant had acquired by contract, the right to the use 
of a formula for furniture polish, but continued to manufacture and 
sell same after the expiration of the contract, the complainant is 
entitled to an injunction. Defendant will also be enjoined from 
representing or selling plaintiff's “High Lustre Finish” under the 
name of “Noxall.” 

In equity. Suit to restrain unfair competition. Decree for 
plaintiffs. 


Francis F. Burch, of Philadelphia, Pa., and Kenyon § Kenyon, 
of New York City, for plaintiffs. 

Evans, Forster & Wernick, of Philadelphia, Pa., for defend- 
ants. 


Dickinson, District Judge: In looking for a support upon 
which to base the necessary fact findings to enable us to determine 
this cause, the trial supplies us with a footing which is more un- 
stable than a quicksand and more changeable than shifting bars. 
A few general outline facts give us a little fast land upon which 
to stand. Beyond this, all is quagmire. 

The plaintiff is the inventor, in the sense of having discovered 
or come upon a way to make a furniture polish. He named his 
product “High Lustre Finish,” and designated it “H. L. F.” The 
recipe for making this polish and the process of making it was that 
conferred by right of discovery. He enjoyed a practical monopoly, 
because of his knowledge of this process and the ignorance of all 
others. This right of property continued exclusive as long as his 
knowledge was exclusive. He could, in consequence, retain his 
proprietary right only by keeping his process from the knowledge 
and use of others. 

Assuming patentability, he might have secured this exclusive 
right (for a limited time) by law. The same law which granted 
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him the right would have protected him in its enforcement. The 
price which the law exacted for the aid thus given him was the 
disclosure of his process for the benefit of the public after his 
patent had expired. This aid of the law he did not seek, because 
he was unwilling to pay the price. He wished, however, notwith- 
standing, to secure his monopoly. The keeping of his process a 
secret was the only way this could be done. He was without the 
equipment of manufacture, and without financial means to provide 
for one. 

The defendant company was a manufacturer of polishes. It 
had a manufacturing plant, and the means to supply the product 
to the market. The plaintiff could find the purchasers to whom 
to make the sales, thus creating a market. This suggested a 
business combination, so that the defendant might manufacture 
the plaintiff's product, for which the plaintiff was to find sales. 
It necessitated a disclosure of the secret process. The combination 
was made. Its continuance was interrupted by the thought of 
what the situation would be when the contract between the par- 
ties was at an end with respect to the control of the trade built 
up. The plaintiff contributed, to the building up of that trade, 
his product and his efforts to create a market. The defendant 
contributed its capital, manufacturing skill, and business reputa- 
tion. If the product sold were wholly known as the plaintiff's 
product, the good-will established would be his, and he would 
secure the continuance of the trade. If the product were known 
to the trade as the manufacture of the defendant, the defendant 
would have a call upon the trade for the continuance of its custom. 

The name under which it was sold would largely impress 
the trade—whether it was sold as a Noxall polish or as Feasel’s 
“High Lustre Polish.” The former was the name by which de- 
fendant’s product was known, and the latter the name given to 
plaintiff's product. If what was jointly sold became identified as 
a Noxall product, plaintiff would be compelled to build up a new 
trade for it; if it were known as a Feasel product, he could retain 
the trade already established. Each party in consequence attached 
importance to the label, and to which of them kept in touch with 
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the trade, and each insisted that prominence be given to his own 
name, and protested against any being given to the other. 

The plaintiff was persistent in his demand that the product 
be wholly known as his and as manufactured for him. The name 
of the manufacturer was of no moment. The defendant was equally 
insistent that the product was its manufacture, and should be 
known as such, although made in accordance with the plaintiff's 
formula. The differences, which because of this arose, resulted 
in formal written notice from the plaintiff on December 9, 1918, 
of a cancellation of the contract by him. Following this, each 
of the parties sold a polish. 

Thus far there is no dispute over the facts. The complaint 
made by the plaintiff is twofold. One is that the defendant un- 
lawfully appropriated to its own use his property by making and 
selling “High Lustre Polish’ made in accordance with his formula. 
This was in violation of his rights, because his process was a secret 
process, disclosed to defendant in confidence and, further, because 
its continued use of his process was a flagrant breach of its con- 
tract not so to do. 

The other branch of the complaint was that the defendant was 
guilty of unfair competition, in that it was falsely imposing upon 
the public its make of polish as his make. The plaintiff asks to 
have the defendant restrained from using his process, and from 
disclosing it, and from resorting to the methods of unfair competi- 
tion, of which complaint is made. 

The main difficulty in plaintiff’s way he has created for himself, 
or it has been made for him by one of his witnesses. He undertook 
to prove, and testified himself to the averred fact, that the de- 
fendant had placed over the labels on bottles containing “High 
Lustre Polish” labels proclaiming the product to be Noxall product, 


and had placed the product with the changed labels upon the mar- 
ket. 


The plaintiff further testified that he had discovered the fraud 
by finding the bottles upon the shelves of the store of a retail 
dealer in York. This fact (if it had been one) was highly sig- 
nificant. It was proof that defendant had sold plaintiff’s product, 
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and it was of still greater significance, in that it convicted the 
defendant of untruthful statements in testimony heretofore given. 
The plaintiff very dramatically described the circumstances under 
which he had “discovered” the fraud. In his testimony he was 
fully and in detail corroborated by a witness, whom he called to 
support him in the statement he had made. It developed subse- 
quently that this very witness had himself placed the labels on 
the bottles, and there was no satisfactory evidence that the de- 
fendant had anything to do with it. 

The difficulty to which we referred as one created by the 
plaintiff is that he had sought to establish as a fact an act of the 
defendant which, if its act, went far toward establishing his case. 
The whole of this testimony was baseless in fact. There is no 
justification for a finding that the testimony was false, in the 
sense that the plaintiff knew of its falsity, and we acquit him of 
any intention to deceive the trial court. The fact is, however, 
that the court was very deeply impressed by this testimony, and 
in grave danger of being misled by it. We cannot acquit the wit- 
ness called to corroborate him of any want of knowledge. The 
only explanation which can be made of his conduct in not only 
permitting a wrong impression to go uncorrected, but in supporting 
the testimony which made it, is the curious moral obliquity pro- 
duced by partisanship in the case of some witnesses. His only 
explanation of his failure to testify to the real fact is that he was 
not asked. 

The difficulty created, to which we again refer, is that this 
episode creates a want of confidence in the correctness of any 
finding based upon any of the other testimony in the cause. A 
similar difficulty has been created by the defendant for itself. This 
calls for the characterization of a shiftiness in the defense. 

The defense, as finally presented (but not until final argu- 
ment), is that the defendant had with the plaintiff a contract which 
gave it the right to manufacture and sell the plaintiff’s polish. This 
contract the plaintiff, without right or justification, had attempted 
to terminate on December 9, 1918. The defendant claimed the 
contract to be still in force, and acted upon it to the time of the 
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filing of the answer, continuing the manufacture and sale of plain- 
tiff’s product, as it was its right to do. When the answer came 
to be filed, however, the defendant decided that, although not 
bound so to do, it would accept the plaintiff's termination of the 
contract, and thereafter it had neither manufactured nor sold “High 
Lustre Polish,’ beyond the sale of stock on hand, which the con- 
tract gave them the right to do. 

An elaborate argument is addressed to us to show that this 
is consistent with the averments of the answer and the testimony 
of the defendant on the motion for a preliminary injunction, and 
the inconsistencies between this defense and the testimony given 
at the trial are explained away by the fact that the witnesses did 
not distinguish, and did not have their attention called to the 
distinction, between acts before and after the date of the filing of 
the answer. We do not feel called upon to make further comment 
upon this feature of the case than to make the finding that there 
are glaring inconsistencies between this defense and that presented 
in the testimony on behalf of the defendant, and that the explana- 
tion given of these inconsistencies is not accepted. 

The motion for a preliminary injunction was denied, with the 
denial before the court that the defendant, after the contract had 
been called off by the plaintiff, had either made or sold the plain- 
tiff’s product, with the statement, on the contrary, that it had 
scrupulously confined itself to its own make of polish. The posi- 
tion of the defendant may have been misunderstood by the court, 
but there could be no mistaking what the court understood the 
defense to be. If the court were wrong, an opportunity to set it 
right was afforded by the trial. So far forth from any correction 
being attempted, the thought that this was the defense was con- 
firmed by all the occurrences of the trial. 

As a consequence, when the evidence was pronounced closed 
on both sides, as the main issue of fact was whether the polish which 
the defendant was making was or was not substantially identical 
with the plaintiff’s product, the court asked if an analysis would 
establish the fact, and a continuance was granted to give the par- 
ties an opportunity to have a further hearing; the evidence to be 
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taken, if either party asked it, in camera. It now appears that, 
for at least six months after the contractual relations between 
plaintiff and defendant had ended, the defendant continued to 
make and sell the plaintiff's product, employing itself in the mean- 
while with experimentations in the effort to find a substitute. 

Our final comment upon the acts of these parties is that the 
only satisfactory decree to be entered (if such were possible) is 
that it be one against each of them, without being in favor of 
either. As it is, we must content ourselves with a finding of the 
facts set forth below, with a statement of the conclusions of law 
based thereon. It may be added to the foregoing that the posi- 
tion taken by the defendant, that the averments of the answer 
are to be taken as admitted for want of a replication, is not tenable 
since the promulgation of rule 31. 

The further point sought to be made that the principle which 
controls the ruling is that which governs in cases of contract in 
restraint of trade is based upon a misconception of the governing 
principle. The doctrine of the law which is really applicable is 
the equitable doctrine that trust and confidence may not be abused 
and the abuse of them may be restrained. The doctrine further 
invoked, that equitable remedies are always of grace, and never 
of strict legal right, is an accepted doctrine. The only application 
it is asserted to have, however, is in view of the possible misuse 
of a decree in favor of the plaintiff. All such danger is avoided 
by the decree made. The further doctrines invoked, that the aid 
of a chancellor will not be given in doubtful cases, and that equity 
will not make amends for past injuries, are rendered inapplicable 
in this cause—the first by the fact findings made, and the second 
by the situation presented, which is that equity has jurisdiction 
of the cause to award injunctive process and, having that juris- 
diction, will proceed to afford full redress for all the injuries done. 
The argument urged, that the fact the defendant had been detected 
in the violation of the confidence reposed in it, and of the obligations 
of its contract, would act as a deterrent from the commission of 
further wrongs, is not an argument of sufficient strength to induce 
us to withhold the injunction prayed for. 
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FINDINGS OF FACT 


1. The plaintiff had a process or formula for making the 
furniture polish known as “High Lustre Finish,” which was his 
property, and preserved by him as a trade secret. 

2. This formula was made known by the plaintiff to the 
defendant in trust and confidence, to enable it to manufacture the 
polish under the terms of the contract between the parties, and in 
reliance upon its promise not to divulge the secret to any one, 
nor use the formula, except for the purposes of the agreement. 

8. The defendant used the formula by making “High Lustre 
Finish” in accordance therewith, and sold the same for more than 
six months after December 9, 1918. 

4. The defendant was guilty of unfair competition, in that 
it made and sold “High Lustre Finish” under the name of Noxall, 
thereby securing to its own product the benefit of whatever merits 
the plaintiff's product possessed. 

5. The defendant was guilty of unfair competition, in that 
it represented the polish sold by it under the name of Noxall as 
the polish made by the plaintiff, thereby diverting to itself the 


value of the good-will which the plaintiff had established for his 
product. 


CONCLUSIONS OF LAW 


The plaintiff is entitled to a decree enjoining and restraining 
the defendant— 


1. From making a polish according to the formula disclosed 
to it by the plaintiff. 

2. From disclosing to any one the secret process or formula 
of the plaintiff. 

3. From representing any polish made by it to be “High 
Lustre Finish” or substantially identical therewith. 

A decree, in accordance with this opinion and these findings, 
and allowing costs to the plaintiff, may be submitted. Findings 
of fact 4 and 5 have been made, notwithstanding a possible in- 
consistency between them, because of the distinction that it is un- 
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fair in the defendant to build up a reputation and retain it for 
Noxall upon the merits of what “High Lustre Finish” will do, and 
it is likewise unfair for the defendant to secure for Noxall the 
trade which “High Lustre Finish” may have built up. 

There are two practical difficulties in the way of a satisfac- 
tory determination of cases of this general character. One is to 
guard against giving to the owner of a trade secret more than that 
to which he is entitled. He is not entitled to the aid of the law 
in preserving his secret from becoming known to the public. All 
he is entitled to is protection against a breach of contract or of 
confidence on the part of any one to whom he has confided the 
secret on trust. The other difficulty is to guard against the pos- 
sibility that a plaintiff may make an unfair advertising use of a 
decree in his favor. Because of this the decree will be limited 
to the defendant and to such of its agents and employees to whom 
it may have made known the secret, and will warn the plaintiff 
against making any advertising use of the decree. 


Coca-Cota Co., eT AL. v. Strate or Texas 
(225 Southwestern Rep. 791) 


Court of Civil Appeals of Texas 
November 10, 1920 


Trape-Marxs—Lawrvut Monopoty--Ricut oF Owner To Name Con- 

DITIONS OF SALE. 

Congress having expressly provided for the creation of monopolies 
in relation to trade-marks, the owner thereof has the exclusive right 
to its use, which right he may assign under such conditions as to 
price, manufacture and re-selling as he may impose. 
Trape-Marxks—Property Ricght—Ricut To Fix Price ror ReE-sEviinc. 

Although the owner of a trade-mark may, when assigning same, 
impose such terms as he deems proper, he has no right, after the sale 
of the goods, to fix the price at which the vendee may re-sell them. 
Trapve-Marxs—F unction—“Coca-Cota”—Ricut or LiceNsEE—EFFEcT 

oF CoNTRACT. 

The function of a trade-mark is to protect the manufacturer in 
the enjoyment of his monopoly, and to guarantee to the public the 
quality of the goods. Where appellant had given to its licensee the 
exclusive right to bottle and sell “Coca-Cola” in certain territories, 
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it created no monopoly therein that did not already exist, as the 
former had the sole right to the use of the mark in the United States. 


Suit by the State against the Coca-Cola Company and others. 
From judgment for plaintiff, defendants appeal. Reversed. 


Candler, Thomson & Hirsch, of Atlanta, Ga., H. O. Head, of 
Sherman, and Crane & Crane, of Dallas, for appellants. 

C. M. Cureton, Atty. Gen., and W. A. Keeling, Asst. Atty. 
Gen., for appellee. 


Jenkins, J.: This suit was brought by appellee to restrain 
the Coca-Cola Company, the Coca-Cola Bottling Company, and 
certain local bottling companies from executing certain contracts, 
hereinafter stated, as being in violation of the anti-trust laws of 
this State. It was tried before the court practically upon an agreed 
statement of facts, and judgment was rendered as prayed for. 

We copy from the agreed statement of facts, and adopt as 
our findings of fact the following: 


“It is agreed that since the 22nd of February, 1892, the defendant, the 
Coca-Cola Company, has been the owner and entitled to the exclusive use 
of a formula for the making and manufacture of a beverage known as 
Coca-Cola, and the basic syrups from which said beverage is made; and 
likewise the owner and entitled to the exclusive use of the trade-name 
‘Coca-Cola, which trade-name was exclusively applied to the said beverage, 
Coca-Cola, and the basic syrups from which said beverage was made; 
that it has at all times since said date been the exclusive owner of said 
trade-name and said formula, and entitled to their exclusive use, unless 
the sale of either basic syrup, as a matter of law, carries with it the 
right to dilute and bottle same, and then sell same under the trade-mark 
of defendant, Coca-Cola Company, as bottled Coca-Cola, and without the 
consent of said defendant. 

“That being the exclusive owner of the said trade-name Coca-Cola 
and said formula, the defendant, the Coca-Cola Company, did on the 
14th day of May, 1892, apply to the United States Patent Office to have 
its trade-name Coca-Cola registered as a trade-mark for its beverage and 
basic syrups out of which same was made; that its application was granted, 
and on the 3lst of January, 1893, the said trade-name Coca-Cola was 
registered as its trade-mark for its said beverage and its said basic syrups, 
as will more fully appear by reference to the certificate of registration 
issued by the said Patent Office of the United States, attached to de- 
fendants’ answer as Exhibit A. 

“That thereafter, to wit, on or about the 22nd day of April, 1905, it 
being still the exclusive owner of the said formula under which Coca-Cola 
was manufactured, the trade-name Coca-Cola and the trade-mark regis- 
tered as aforesaid, and entitled to the exclusive use thereof, as above ex- 
plained, applied to the said Patent Office of the United States to have 
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its trade-mark Coca-Cola again registered therein, in compliance with the 
act of Congress approved February 20, 1905, which said Patent Office 
granted its application on the 3lst of October, 1905, and registered the 
same as a trade-mark for the tonic beverages of the said defendant, the 
Coca-Cola Company, and the basic syrups for the manufacture of said 
beverages, all of which will more fully appear by reference to certificate 
of registration issued by said Patent Office of the United States, and 
attached to defendants’ answer, marked ‘Exhibit B’; that said certificate 
of registration is still in full force and effect, and wholly unrevoked or 
uncanceled. 

“That the Coca-Cola Company is entitled to the sole and exclusive 
right, both general and special, as above explained, to use and employ 
the trade-mark Coca-Cola or trade-name Coca-Cola; that this right of 
the Coca-Cola Company has been generally recognized by the public; 
that this right to sell this beverage, thus bottled and sold under its trade- 
mark, is exceedingly valuable, and worth more than $5,000. 

“That the said defendant, the Coca-Cola Company, has continuously 
since February 22, 1892, used the said trade-mark Coca-Cola to designate 
its beverages and syrups from which they are made, and particularly to 
designate its beverage sold in bottles; that because of its exclusive owner- 
ship and exclusive use the defendant Coca-Cola Company, from said date 
last named, has spent the sum of not less than $10,000,000 in advertising 
its said beverages and popularizing same throughout the United States 
and foreign countries as well. 

“The Coca-Cola Company, it is admitted, contends that these con- 
tracts are necessary in order to protect the integrity of its product, and 
therefore the value of its trade-mark. It contends that unless it can 
make contracts for the exclusive use of its trade-mark, such trade-mark 
will be of little value to it. The plaintiff contends that these contracts 
hereto attached are in restraint of trade and violative of the anti-trust 
laws of Texas, and that the defendant should therefore be enjoined from 
further operation under them.” 


In addition to the above, we find the following facts: 

The Coca-Cola Company is a corporation, as is also the Coca- 
Cola Bottling Company, each having a permit to do business in 
Texas. The Coca-Cola Company is the owner of a secret process, 
by which it manufactures two kinds of syrups, each of which is 
known as Coca-Cola syrup. One is sold to the proprietors of soda 
fountains, to be mixed with carbonated water and sold to be drunk 
at the counter. This syrup is not involved in this suit. The other 
is manufactured to be used solely in the manufacture of a bottled 
drink known as Coca-Cola. 

The Coca Cola Company is the owner of the trade-mark, 
Coca-Cola, and the same is used by it and its assignees to designate 
a bottled drink sold under the name Coca-Cola. Prior to the in- 
stitution of this suit, the Coca-Cola Company entered into a con- 
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tract with the Coca-Cola Bottling Company, in which the latter 
company was granted the exclusive right to manufacture Coca- 
Cola in the State of Texas, and sell the same in bottles under the 
trade-mark Coca-Cola. It was provided in said contract that Coca- 
Cola should be composed of certain ingredients in certain propor- 
tions, including Coca-Cola syrup, and bottled in a specified manner ; 
also that the bottling company would buy Coca-Cola syrup ex- 
clusively from the Coca-Cola Company at an agreed price, and 
that it would not use any substitute therefor in bottling Coca-Cola, 
and that it would not sell such syrup; also that the Coca-Cola Com- 
pany would not sell its bottling syrup to any one else in Texas. 
The Coca-Cola Bottling Company was permitted to make similar 
contracts with local bottling companies as to definite limited ter- 
ritory in Texas, subject to the approval of the Coca-Cola Com- 
pany. The bottling company has made such contracts with numer- 
ous local bottling companies in this State, and ail such contracts 
are being carried out by the respective parties thereto, and will 
continue so to be unless restrained by an order of court. There 
are no restrictions in these contracts as to the sale of bottled Coca- 
Cola, either as to price or territory. 


OPINION 


Contracts creating monopolies and in restraint of trade, or 
alleged so to be, have been a fruitful source of litigation. The 
decisions in reference thereto have not been altogether harmonious. 
It would serve no useful purpose to cite and discuss these numer- 
ous decisions. We will content ourselves with stating some general 
principles and applying them to the facts of the instant case, 
citing a few cases which we deem in point in support of our views 
of the law as herein expressed. 


Private monopolies are contrary to the genius of a commercial 
people, and contracts in restraint of trade are not looked upon with 
favor. The Constitution of the United States, however, expressly 
provides for the creation of monopolies in the matter of patent 
rights, trade-marks and copyright. Article 1, § 8. Congress has 
legislated under this provision, and no state can nullify its acts. 





a en eg 


ae 


ow 


ae od 


sense nin DO 











COCA-COLA CO., ET AL. V. STATE OF TEXAS 67 


“The very object of these laws is monopoly.” Bement v. Harrow 
Co., 186 U. S. 91, 22 Sup. Ct. 747, 46 L. Ed. 1069; The Great 
Atlantic and Pacific Tea Co. v. Cream of Wheat Co. (D. C.) 224 
Fed. 572 [15 T. M. Rep. 839]. The value of a trade-mark to 
its owner consists in the monopoly which it gives him by reason 
of his exclusive right to use the same. Kidd v. Johnson (D. C.) 
100 U. S. 617, 620, 25 L. Ed. 770; Coca-Cola Co. v. Butler (D. C.) 
229 Fed. 224 [6 T. M. Rep. 206]; Bennett v. Coca-Cola Co., 238 
Fed. 518, 151 C. C. A. 449 [1 T. M. Rep. 147]; Baglin v. Cusenier, 
221 U. S. 580, 81 Sup. Ct. 669, 55 L. Ed. 869 [7 T. M. Rep. 159]. 

The owner of a patent right, copyright, or trade-mark, having 
the exclusive right to manufacture and sell the article protected 
thereby, and being under no legal obligation to grant such right 
to another, may impose upon his assignee such restrictions as he may 
see proper, and to which his assignee will agree, including the 
price at which the article may be sold, the territory in which it 
may be manufactured and sold, the material that may be used in 
its manufacture, or in connection therewith. Bement v. Harrow 
Co., supra; Bennett v. Coca-Cola Co., supra; Clark v. Wire Fence 
Co., 22 Tex. Civ. App. 41, 54 S. W. 892; Bauer v. O’Donnell, 229 
U.S. 1, 88 Sup. Ct. 616, 57 L. Ed. 1046, 50 L. R. A. (N. S.) 1185, 
Ann. Cas. 1915A, 150; Victor Talking Machine v. Straus (D. C.) 
222 Fed. 524. 

The owner of an article protected by a patent, copyright, or 
trade-mark, when he has manufactured and sold the same, cannot 
impose restrictions upon his vendee as to the future sale of the 
same. Having parted with his ownership therein, it enters the 
channels of trade as an article of commerce, and is thereafter 
beyond his control. Henry v. Dick, 224 U. S. 1, 82 Sup. Ct. 364, 
56 L. Ed. 653; Victor Talking Machine v. Straus, supra; 
Bobbs-Merrill v. Straus, 210 U. S. 889, 28 Sup. Ct. 722, 52 L. 
Ed. 1086; Miles Med. Co. v. Parks, 220 U. S. 878, 81 Sup. Ct. 
376, 55 L. Ed. 502; Bauer v. O’Donnell, supra; Hill v. Gray, 163 
Mich. 12, 127 N. W. 808, 80 L. R. A. (N. S.) 827. 

There is, however, a marked distinction between the sale of 
an article, the manufacture of which is protected by a patent or 
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copyright, or the right to use a trade-mark in connection with the 
sale thereof, and the sale of the right so secured. In the one case, 
the finished article ready for commerce is sold. In the other case, 
nothing tangible is sold, but only the right to produce and sell 
such tangible article; in other words, the right to use the exclusive 
privilege which has been granted to the owner of the patent, copy- 
right, or trade-mark, which, as we have said, may be granted upon 
such terms as the parties may agree upon or, failing such agree- 
ment, may be withheld altogether. The right of the owner of 
property to dispose of same upon such terms as he may see proper 
is universal. The right to fix the terms upon which another (his 
vendee) may dispose of his property is deemed as being a restraint 
upon the freedom of trade. 

A trade-mark, patent, or copyright is property, in the sense 
that it has a commercial value, and may be sold as other property, 
but it is not an article of commerce in the sense that it may be 
consumed by the purchasing public. However valuable it may be 
to its owner, it is nothing more than a privilege, valuable because 
of its exclusiveness. “The property (in a trade-mark) is the use.” 
Canal Co. v. Clark, 18 Wall. 311, 20 L. Ed. 588. The sale of a 
trade-mark is nothing more than a license from the owner to usé 
the same; hence his right to impose restrictions upon such license. 

The protection given by law has a twofold object: to protect 
the owner in his property, and to protect the public from being 
deceived by reason of a misleading claim that the article bearing 
the trade-mark is the article manufactured by the owner of the 
trade-mark when in fact it is not. Bennett v. Coca-Cola, supra. 
The article need not be actually manufactured by the owner of 
the trade-mark; it is enough that it is manufactured under his 
supervision and according to his direction. This secures both the 
right of the owner and the right of the public. Nelson v. Winchell, 
203 Mass. 75, 89 N. E. 180, 28 L. R. A. (N. S.) 1150-1160. 

The office of a trade-mark is to guarantee the purity of the 
article, it being presumed that as the owner has the exclusive right 
to use the same, he will see that the goods sold under it are of such 
a character as will win and retain the confidence and patronage 
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of the purchasing public. A trade-mark thus becomes “a visible 
sign of an inward grace.” 

Applying these legal principles to facts of the instant case, 
we have an apt illustration of the necessity of the owner of a 
trade-mark being able to control its manufacture as security both 
to his rights and the rights of the public. The trade-mark Coca- 
Cola has become of great value by reason of the reputation it has 
acquired. Bottled Coca-Cola is a drink extensively consumed by 
the public, who are interested in maintaining its purity, and who 
accept it by reason of the trade-mark which it bears. To maintain 
this standard, the Coca-Cola Company stipulated that no syrup 
other than Coca-Cola syrup should be used in the manufacture of 
bottled Coca-Cola. Compliance with this stipulation could be se- 
cured in no other way than by the bottlers purchasing Coca-Cola 
syrup from the Coca-Cola Company, for the reason that no one 
else knows the secret of its manufacture. As Coca-Cola syrup is 
not an article to be used by the public, but is useful only as an 
ingredient in the manufacture of bottled Coca-Cola, and as no one 
except the licensee of the Coca-Cola Company has the right to 
manufacture bottled Coca-Cola, it was no restriction on trade to 
provide in the contract that the bottlers should not sell the same. 
There was no such trade. The licensed bottlers used it for the 
sole purpose for which it was manufactured. No one else has the 
right to use it for such purpose. “As the syrup manufactured by 
the appellant is not itself consumed by the public, * * * there could 
be no sale of the syrup unless there was a sale of the beverage made 
therefrom.” Bennett v. Coca-Cola Co., supra. 

It is the contention of appellee that, inasmuch as the Texas 
Bottling Company, with the approval of the Coca-Cola Company, 
has granted to different bottling companies the exclusive right to 
manufacture and sell bottled Coca-Cola in certain defined terri- 
tories, and as these contracts virtually cover the entire State, a 
monopoly has thereby been created. Not so; it only continues the 
legal monopoly already existing. The Coca-Cola Company, having 
the exclusive right to sell bottled Coca-Cola in the United States, 
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might itself have operated as many bottling plants as it saw fit 
in this State, and prohibited all others from bottling Coca-Cola 
in such territory. The Texas Bottling Company, having acquired 
the exclusive right to bottle and sell Coca-Cola in Texas, might 
have done likewise. It cannot be said that a monopoly has been 
established by a contract where such monopoly already existed, 
and would have continued to exist without such contract. 

As stated in our findings of fact, the contracts here under 
discussion place no restriction upon the sale of bottled Coca-Cola 
after it has been manufactured by the bottling company. Any 
one who chooses to do so may operate a bottling plant and put 
up and sell bottled drinks. If the Coca-Cola Company could not 
control the manufacture of Coca-Cola by local bottling companies, 
the rights both of the public and the Coca-Cola Company might 
be jeopardized; the public in having palmed off on it an inferior 
article, and the Coca-Cola Company in having the reputation of 
its trade-mark destroyed by the sale of such inferior article by a 
few local bottling companies. 

Appellee, in support of its contention herein, cites the case 
of Jersey Creme Co. v. McDaniel, 152 S. W. 1187. That case is 
not in point, for the reason that Jersey-Creme syrup was not a 
patented article, and the Jersey Creme Company had not registered 
Jersey Creme as its trade-mark. All that it had was a copyright 
to certain labels. This secured to it the exclusive right to manu- 
facture and sell such labels, but nothing more. This right was 
not involved in the case. A copyright, while possessing the same 
attributes of monopoly as a patent or trade-mark, differs from 
both of them, in that it applies exclusively to works of art or 
literature. In a copyright, as in a patent, the owner loses control 
of the article when it is sold. The purchaser of the copyright 
labels might have pasted them on cold drinks manufactured by 
him, or on packages of butter, or other articles of merchandise, 
but this would not have constituted them trade-marks. 

Holding as we do that the trial court erred in its judgment 
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herein, such judgment is reversed, and judgment is here rendered 
for appellant. 

Reversed and rendered. 

Brapy, J., not sitting. 


we 


Tue Denver Gas & Evectric Lignt Company v. THe ALEXANDER 


reg RiP. 


LumBEer CoMPANY 


The Court of Appeals of the District of Columbia 


Trape-Marks—OppositioN—Dissim1Lar Goons. 

Opposition filed by the registrant of a trade-mark used on build- 
ing construction materials, including roofing compounds, building 
paints, and the like, to the registration of a similar mark for portable 

‘ and ready-cut frame buildings, is not well founded, as the goods are 
‘ not of the same descriptive properties. 

Appeal from a decision of the Commissioner of Patents. Af- 
; firmed. 
: For decision of the Commissioner of Patents, see 10 T. M. 


Rep. 53. 


Edmund G. Borden and W. H. Small, of New York City, 
for appellant. 
Geo. B. Jones, of Chicago, IIl., for appellee. 


Smytu, C. J.: This is an appeal from a decision in a trade- 
mark case. The appellee applied for registration of a mark for 
portable buildings, ready-cut frame buildings, knock-down frame 
buildings, and other frame buildings ready to set up. The mark 
of the opposer is applied to building construction materials, such 
as roofing pitch, roofing compounds, heat insulating compounds, 


boiler covering compounds, building paints, paints for wood pres- 
ervation, paints for roofing purposes, and other products which 
are made from by-products of the distillation and treatment of 
gas tar. 

It is conceded that the marks are similar and that the only 
question which we are called on to decide is as to whether the goods 
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upon which the marks are used possess the same descriptive prop- 
erties. The First Assistant Commissioner held that they did not, 
and sustained a motion to dismiss the opposition. We think he was 
right. Applicant’s mark, according to the application, is applied 
to the building; opposer’s mark is not applied to the building, but 
to building material. A portable or knock-down building does 
not possess the same descriptive properties as the material of 
which it is composed. A structure is one thing and the materials 
out of which it was erected, when considered apart from the build- 
ing, are quite different things. The controller in an electric street 
car or the paint on the car does not possess the same descriptive 
properties as the car, yet each is a part of its composition. We 
have held that rubber tires used on an automobile, when considered 
by themselves, do not possess the same descriptive properties as 
the automobile. G. § J. Tire Co. v. G. J. G. Motor Car Co., 39 
App. D. C. 508, 511 [8 T. M. Rep. 248]. In Rockwood Pottery 
Co. v. A. Wilhelm Co., 48 App. D. C. 1, 4, the applicant sought 
registration of the word “Rockwood” as a trade-mark for use in 
connection with enamel paint of the kind used in glazing pottery. 
Opposer used the same mark on pottery which was glazed with 
the same enamel. In rejecting the opposition the court said: 
“While it is true that enamel is an element used in manufacturing 
the product of appellant, yet the completed article is of a nature 
manifestly different from the enamel used. They cannot be applied 
to the same general use. We have no difficulty in agreeing with 
the Commissioner of Patents that the paint of appellee and the 
pottery ware of appellant are not merchandise of the same de- 
scriptive properties.” 

Appellant, through its counsel, says it will be satisfied if the 
appellee states in its application that “No claim is made to the 
mark sought to be registered in connection with the specific building 
materials as distinguished from completed buildings.” We think 
the appellee has done that substantially, for it enumerates the 
things to which the mark is to be applied, and they do not include 
building material before being worked into buildings or parts of 
buildings. It seems that the appellee has a prior registration of 
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the same mark for composition roofing and lime, and the opposer 
says that these materials, or some of them, do possess the same 
descriptive properties as the merchandise upon which it is entitled 
to apply its mark. But with this we have nothing to do in the 
present proceeding. That may be a matter for a future contest. 
We decide only that the merchandise specified in the application 
which we are now considering does not possess the same descriptive 
properties as that mentioned in the opposition paper. Therefore, 
the opposition is not well founded. 

The decision of the First Assistant Commissioner of Patents 
is affirmed. 


SHEFFIELD-KinG Mituina Co. v. THeopotp-Reiw Co. 


The Court of Appeals of the District of Columbia 


Trapve-Marks—ConrFiictinc Marxs—“JeEAN Baptiste FarrBAvuLtT” AnD 

“FamBAuLT Fancy.” 

The registration of a trade-mark, consisting of the portrait of 
a man with the words “Jean Baptiste Fairbault,” all shown in a 
circular field with a representation of stalks of grain on either side 
of the portrait, cannot be successfully opposed by the registrant of 
a mark for similar goods, consisting of the words “Fairbault Fancy,” 
inasmuch as the only feature common to both is a geographical term 
and open to any one. 

Trape-Marks—Conriictinc Terms—Res ApbJuDICcATA, 

A prior decision adverse to applicant where the mark consisted 
simply of the portrait of a man and the word “Fairbault” in large 
type thereunder, does not work estoppel in the case at issue, as the 
mark was different from the one concerned herein. 


Appeal from a decision of the Commissioner of Patents. Af- 


firmed. 


A. C. Paul, of Minneapolis, Minn., and W. G. Henderson, of 
Washington, D. C., for appellant. 
James F. Williamson, of Minneapolis, Minn., and Charles J. 


O’Neill, of Washington, D. C., for appellee. 
Van Orspex, J.: The Sheffield-King Milling Company ap- 


peals from the decision of the Commissioner of Patents holding 
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the Theopold-Reid Company entitled to register a trade-mark for 
wheat flour consisting of the portrait of a man with the words 
“Jean Baptiste Fairbault” written beneath the picture, the pic- 
ture and words being located in a circular field with a representa- 
tion of stalks of grain on either side of the portrait. 

The opposition is based upon the previous use by the opposer 
of the mark “Fairbault Fancy” on wheat flour. Both parties are 
located at Faribault, Minn. 

Appellant contends that applicant’s right to registration is 
res adjudicata because of a judgment rendered in a prior opposition 
involving the same parties. The mark of the earlier opposition 
consisted simply of the portrait of a man and the word “Fairbault’’ 
written in large type thereunder. Comparing the marks, we agree 
with the Commissioner that the mark in the second opposition is 
so different from the mark of the first opposition that judgment 
against applicant in the first could not, under any circumstances, 
work estoppel in the second. 

Coming to the merits of the case, the only feature common 
to the two marks which might lead to confusion is the word “Fair- 
bault,” but this is geographical, and either party, or any other 
person, has a right to use it. Nor will the registration of appli- 
cant’s mark containing the word prevent any other manufacturer 
in Fairbault from using it. Opposer, therefore, is not in position 
to establish injury from the registration of applicant’s mark. 

The decision is affirmed. 
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THe Morrison Company v. THe Cupany Packing Company 


The Court of Appeals of the District of Columbia 


TraDE-Marks—Conriictinc Marxs—“DutcH CLeaNser” and “Beats 

THE DutcH.” 

A mark consisting of the words “Beats the Dutch,” over the 
representation of a mother beating a Dutch child, is properly refused 
registration on a prior registration, consisting of the figure of a 
Dutch woman, and the words “Dutch Cleanser,” for similar goods. 
Appeal from a decision of the Commissioner of Patents. Af- 


firmed. 


E. Hayward Fairbanks, of Philadelphia, Pa., and James Ham- 
ilton, of Washington, D. C., for appellant. 

William S. Jackson, of Philadelphia, Pa., and James L. Nor- 
ris, of Washington, D. C., for appellee. 


Ross, J.: Appeal from a decision of the Commissioner of 
Patents sustaining the opposition of The Cudahy Packing Com- 
pany to the registration by The Morrison Company of the words 
“Beats the Dutch,” over the figure of a Dutch mother beating or 
spanking a Dutch child. 

At the time of the alleged adoption of applicant’s mark, the 
mark of opposer, consisting of the figure of a Dutch woman with 
the words “Dutch Cleanser” over it, was widely known. Many 
thousands of dollars had been expended in advertising this partic- 
ular cleanser and, while in this advertising and in the actual use 
of the mark it clearly appeared that the cleanser was made in the 
United States, nevertheless it had come to be known by the fanciful 
name under which it was sold—‘Dutch Cleanser.” Although the 
evidence introduced by the opposer tends to prove that actual 
confusion has resulted, we do not stop to analyze it because it is 
as apparent to us as to the Patent Office that applicant’s mark 
was intended not only to “Beat the Dutch” but, to some extent 
at least, to beat The Cudahy Packing Company as well. That con- 
fusion would be likely to result from the registration of these marks. 
applied to goods of the same descriptive properties, is too plain 
to require further discussion. 

The decision is affirmed. 
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Tue STeEINoLA Company Vv. Steinway & Sons 


The Court of Appeals of the District of Columbia 


Trape-Marks AND TrapE-Names—ConriicTinc Worps. 

Opposition of Steinway & Sons, manufacturers of pianos, to the 
registration of the word “Steinola” for phonographs, is sustained. 
Appeal from a decision of the Commissioner of Patents. Af- 

firmed. 
For the decision of the Commissioner of Patents, see 10 T. M. 
Rep. 58. 


T. K. Bryant and J. W. Milburn, of Washington, D. C., for 

appellant. 

C. P. Goepel, of New York City, and W. G. Henderson, of 

Washington, D. C., for appellee. 

Per Curiam: This is a trade-mark opposition in which 
Steinway & Sons, manufacturers of pianos, object to the regis- 
tration by appellant company of the word “Steinola” as a trade- 
mark for phonographs. We concur in the opinion of the Com- 
missioner of Patents sustaining the opposition. 

The decision is affirmed. 


FrepERAL Trape Commission v. ALBANY CHEMICAL CoMPANY 
Federal Trade Commission 


December 28, 1920 


Unrarn Competition—Comprtaint By Feperat Trape Commission. 

An attempt by respondent to obtain, through state registrations, a 
color of title to the word “Aspirin” as a trade-mark, followed by 
claims of an exclusive right to the use thereof and threats against 
dealers who used the name on any product other than theirs, charged 
as unfair competition under the Federal Trade Commission Act. 


Complaint 
The Federal Trade Commission, having reason to believe from 


a preliminary investigation made by it, that the Albany Chemical 
Company, hereinafter referred to as the respondent, has been 
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and is using unfair methods of competition in violation of the 
provisions of Section 5 of an Act of Congress approved September 
26, 1914, entitled ““An Act to create a Federal Trade Commission, 
to define its powers and duties, and for other purposes,” and it 
appearing that a proceeding by it in respect thereof would be to 
the interest of the public, issues this complaint, stating its charges 
in this respect on information and belief as follows: 

Paragraph One: That the respondent is a corporation organ- 
ized and existing under the laws of the State of New York, with 
its principal place of business in the City of Albany in said State. 

Paragraph Two: That respondent is engaged in the business 
of manufacturing and selling drugs, chemicals, pharmaceutical sup- 
plies, etc., and causes said commodities to be transported to the 
purchasers thereof, from the State of New York through and into 
other states of the United States and to foreign countries, and car- 
ries on such business in direct, active competition with other per- 
sons, partnerships and corporations similarly engaged. 

Paragraph Three: That among the commodities sold by re- 
spondent is acetyl salicylic acid, for which letters patent of the 
United States, No. 644,077, was issued on February 27, 1900, 
which was subsequently assigned to the Bayer Company, Inc., 
a New York corporation, and which patent expired on February 
27, 1917; that for a number of years prior to February 27, 1917, 
acetyl salicylic acid, made by the Bayer Company and the orig- 
inal owner of said patent No. 644,077, was designated by the 
respective manufacturers thereof, and became known to the gen- 
eral public as “Aspirin”; that the word “Aspirin” was registered 
in the Patent Office of the United States on May 2, 1899, as a 
trade-mark, and the right thereto, if any existed, was acquired by 
the Bayer Company, Inc., by assignment on June 12, 1913; that 
on March 8, 1917, the Patent Office of the United States upon 
petition cancelled the registration of such trade-mark, upon the 
ground, among others, that upon the expiration of said patent No. 
644,077, the word “Aspirin” became the descriptive name of acetyl 


salicylic acid and therefore not the exclusive trade-mark property 
of the Bayer Company, Inc. 
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Paragraph Four: That in January, 1920, respondent made 
application to the Secretary of State of numerous states of the 
United States for registration of the word “Aspirin” and the 
claim was made by respondent for “the word aspirin as a general 
trade-mark,” and upon issuance to it by the Secretary of State 
of the various states, of certificates of registration as applied for, 
respondent thereupon started an extensive campaign of newspaper 
advertising in which advertising it made numerous erroneous and 
deceptive statements of and concerning aspirin and respondent’s 
right to the use of the word “Aspirin,” in connection with the 
manufacture and sale of acetyl salicylic acid products; that among 
such erroneous and deceptive statements were statements to the 
effect that “Aspirin” is the registered trade-mark property of re- 
spondent; that respondent manufactured the genuine “Aspirin” ; 
that only by using respondent’s “Aspirin” could the public secure 
the medicinal value for which it paid and expected to get. 

Paragraph Five: That in addition to the advertising campaign 
carried on by respondent as described in Paragraph Four hereof, 
respondent wrote letters to numerous dealers in drugs and med- 
icines in which the claim was made that any use by them of the 
trade-mark “Aspirin” alone or associated with any other word, 
except upon the product of respondent, will be regarded by re- 
spondent as in violation of and an infringement of its property 
rights in said trade-mark. 

Paragraph Six: That by reason of the facts recited, the re- 
spondent is using an unfair method of competition in commerce, 
within the intent and meaning of Section 5 of an Act of Congress 
entitled “An Act to create a Federal Trade Commission, to define 
its powers and duties, and for other purposes,” approved September 
26, 1914. 

Wherefore, Notice is Hereby Given You, the Albany Chemical 
Company, that the charges of this complaint will be heard by the 
Federal Trade Commission in the City of Washington, District of 
Columbia, on the 1st day of March, 1921, at 10.80 o'clock in the 
forenoon of said day, or as soon thereafter as the same may be 
reached, at which time and place you shall have the right to appear 
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and show cause why an order should not be entered by the Federal 
Trade Commission requiring you to cease and desist from the 
violations of law charged in this complaint. 

You will further take notice that within thirty (80) days 
after the service of this complaint, you are required to file with 
the Commission an answer in conformity with Rule III of the 
Rules of Practice before the Commission. 

In witness whereof, the Federal Trade Commission has 
caused this complaint to be issued, signed by its Secretary and its 
official seal to be affixed hereto, at the City of Washington, D. C., 
this 28th day of December, A. D., 1920. 

By the Commission. 

(Signed) J. P. Yooper, 


Secretary. 
Hearing set for March 1, 1921. 


Nore: We have published the text of the complaint in this case 
because of the extraordinary facts upon which the charge of unfair com- 
petition is based and because of its bearing upon the controversy over 
the trade-mark “Aspirin,’ which promises to become a famous one in 
the law of trade-marks. The decision of the Patent Office cancelling the 
Bayer registration has been reported (8 T. M. Rep. 238). It may be 
noted here, that on January 7, 1920, the Federal Trade Commission issued 
a complaint against the Bayer Company charging unfair competition “in 
that respondent has been publishing false and misleading advertisements 
to the effect that the word ‘aspirin’ is only properly used to designate the 
product of respondent, that respondent’s product is the only genuine, 
unadulterated and safe drug product manufactured and sold as aspirin 
and that the products manufactured and sold by competitors as and for 
aspirin are spurious and adulterated and composed of other materials 
such as talcum powder and the like, all in alleged violation of Section 5 
of the Federal Trade Commission Act.” No disposition of this complaint 
has yet been made. 

Nearly three years ago, suit for infringement of the “Aspirin” trade- 
mark was instituted by the Bayer Company against the United Drug 
Company in the Southern District of New York. This suit came on 
before Judge Sanborn in May, 1920, and was fully tried, and submitted 
to the court for decision. Owing, however, to the unfortunate death of 
Judge Sanborn before deciding the case, it will now be necessary to sub- 
mit the matter anew to another judge. We are advised by counsel that 
it is planned to do this in the near future—Eb. 
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Unirep Srates oF America v. ALBANY CHEMICAL COMPANY 
United States District Court, Southern District of New York 
January 10, 1921 


CoMBINATION IN REstTRAINT OF TrapE—UNLAWFuL CLAIM oF TRADE- 

Marx Ricurs. 

Efforts unlawfully to monopolize the use of the word “aspirin” 
by registering it under the laws of the several states, falsely asserting 
an exclusive right to use it, and seeking by intimidation to prevent 
others from using it, enjoined as in violation of the Sherman Act. 


Mandatory injunction granted, to.compel the cancellation of the state 
registrations. 


Original Petition 


To the Honorable Judges of the District Court of the United States 
for the Southern District of New York, sitting in equity: 

The petitioner, United States of America, by Francis G. 
Caffey, United States Attorney for the Southern District of New 
York, its attorney, acting under the direction of the Attorney Gen- 
eral, brings this proceeding in equity, to prevent further violations 
of the Act of Congress, approved July 2, 1890, entitled “An Act 
to Protect Trade and Commerce Against Unlawful Restraints and 
Monopolies,” together with Acts amendatory thereof, and supple- 
mental or additional thereto, and on information and belief alleges 
and says: 

I. That, in the year 1917 and at all the times mentioned in 
this petition, up to and including the date of the filing thereof, 
and for a long time prior thereto, a large and important part of 
the trade and commerce of the United States, which has been and 
is now the subject of the combination and conspiracy to restrain 
and monopolize hereinafter mentioned, consisted in the manufac- 
turing, selling, contracting for the sale of, shipping and trans- 
porting aspirin throughout the various states and territories of 
the United States, other than the states and territories in which 
said aspirin was produced or manufactured, and between the Dis- 
trict of Columbia and other states and territories of the United 
States, and especially from other states and territories of the 
United States and the District of Columbia, to and through the 
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Borough of Manhattan, City of New York, and Southern District 
of New York, and therefrom to and through the other states and 
territories of the United States and the District of Columbia; that 
when said aspirin was manufactured, sold or shipped from the 
various states and territories of the United States to other states 
and territories of the United States and to the District of Columbia, 
it was oftentimes resold and reshipped to, through and among the 
various states and territories of the United States and to and 
through the District of Columbia; that after said aspirin was man- 
ufactured or produced in the various states and territories of the 
United States and the District of Columbia, it was continuously 
moved to, from and among other states and territories of the United 
States and the District of Columbia; and that there was contin- 
uously and at all times a constant current of trade and commerce 
in said aspirin between and among the various states and terri- 
tories of the United States and the District of Columbia, and espe- 
cially from other states and territories of the United States and 
the District of Columbia, to and through the Borough of Man- 
hattan, City of New York, and Southern District of New York, 
and therefrom to and through the other states and territories of 
the United States and the District of Columbia. 

II. That before and continuously throughout the period of 
three years last past up to and including the date of the filing 
of this petition, Albany Chemical Company, a corporation, the 
corporate defendant, Gustavus Michaelis and Wyatt T. Mayer, 
the individual defendants, and divers other persons and bodies 
corporate, each well knowing all the matters of fact in this petition 
set forth at and within the Borough of Manhattan, City of New 
York, in said Southern District of New York, and within the 
jurisdiction of this Court, unlawfully did knowingly and willfully 
engage in, and are continuing, and threatening so to continue to 
engage in, a combination and conspiracy to restrain and monopolize 
the aforesaid trade and commerce among the several states and 
territories of the United States, and between the several states 
and territories of the United States and the District of Columbia 
in said aspirin, contrary to the Act of Congress, approved July 
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2, 1890, entitled “An Act to Protect Trade and Commerce Against 
Unlawful Restraints and Monopolies,” and Acts amendatory thereof 
and supplemental or additional thereto; and that the divers means 
and methods, among others, by which the objects of said conspiracy 
were intended by the defendants to be, and were to be accom- 
plished, were the following: 

(1) Holding meetings of officers and directors of the Albany 
Chemical Company, and officers and representatives of the Trade- 
Mark Title Company; conferring and communicating by letters 
and otherwise; agreeing to file with the Secretary of State or other 
proper officer of each state of the United States an application for 
the trade-mark registration of the word “aspirin” either sepa- 
rately or associated with some other word or words or symbol; 
agreeing to cause the Albany Chemical Company to represent in 
connection with such application to the Secretary of State or other 
proper officer in each of said states, for the purpose of obtaining 
such registration of the word “aspirin,” that the Albany Chemical 
Company had the right to use said trade-mark and that no other 
person or corporation had the right to use the same, knowing that 
said representation was untrue; agreeing to obtain, and obtaining 
such alleged registration of the word “aspirin” by virtue of said 
representation; agreeing to represent, and representing to manu- 
facturers, jobbers, druggists, purchasers and users of aspirin that 
the Albany Chemical Company had registered the word “aspirin’’ 
as its trade-mark; agreeing to intimidate or prevent, or intimidating 
or preventing such persons from purchasing, selling, handling, 
dealing in, or otherwise using the product of competitors by threats 
of suit directed against them based upon the alleged trade-mark 
for the word “aspirin” obtained as hereinabove described, and 
taking other action to control, dominate and direct the course of 
the principal part of said trade and commerce in said aspirin from 
manufacturer to consumer, and to restrain, prevent and eliminate 
all competition in said trade and commerce, and to monopolize the 
same. 

(2) By divers other means and methods not specifically de- 
termined upon by said defendants, but to be decided upon by them 
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as occasion might arise, all intended and calculated in furtherance 
of and to effectuate the object of said combination and conspiracy, 
to restrain and monopolize the aforesaid interstate trade and com- 
merce. 

III. That pursuant to the aforesaid conspiracy to restrain 
and monopolize the trade and commerce aforesaid, and to effect 
the objects aforesaid, the defendants held the aforesaid meetings, 
communicated among themselves, made and performed the various 
agreements hereinbefore alleged and set out, and in all other re- 
spects instituted, carried out and put into effect, and are con- 
tinuing and threatening to continue to so institute, carry out and 
put into effect all of the intended acts and practices hereinbefore 
mentioned, and that at the date of the filing of this petition, the 
defendants have by the aforesaid means among others restrained 
and monopolized an important part of the trade and commerce 
aforesaid. 

Wherefore, the petitioner prays: 

1. That writs of subpeena issue, directed to each and every 
one of the above named defendants, commanding them to appear 
herein and answer, but under oath (answer under oath being hereby 
expressly waived), the allegations contained in the foregoing peti- 
tion, and to abide by and perform such orders and decrees as the 
court may make in the premises. 

2. That the defendants and each of them, and their officers, 
agents, servants and employees, and all persons acting under, 
through, by, or in behalf of them or either of them, or claiming 
so to act, be perpetually enjoined, restrained and prohibited, di- 
rectly or indirectly, from engaging in, continuing or carrying into 
effect the said combination and conspiracy, and from engaging in 
or entering into any like combination or conspiracy, the effect of 
which would be to restrain or monopolize said trade or commerce 
in aspirin or in the use thereof among the several states of the 
United States, or in the District of Columbia, and from carrying 
out or continuing in effect the agreements described in the petition, 
or making any express or implied agreements or arrangements 
together or with one another, like those hereby alleged to be illegal, 
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or using any other means or methods, the effect of which would 
be to prevent the free and unrestrained flow of said trade or com- 
merce, or to monopolize the same. 

8. That the defendants, and each of them, and their officers, 
agents, servants and employees, and all persons acting under, 
through, by, or in behalf of them or either of them or claiming so 
to act, be ordered and directed to withdraw any and all applica 
tions filed with the Secretary or other officer of any state in the 
United States for trade-mark or other registration of the word 
“aspirin” separately or associated with any other word or words 
or symbol, to cause to be cancelled in the Office of the Secretary 
or other officer of every state of the United States any record made 
in the office of the said Secretary or officer based upon an applica- 
tion made by them or either of them for such trade-mark or other 
registration of the word “aspirin” separately or associated with 
any other word or words or symbol, or to surrender to said Sec- 
retary of State or other officer any certificate of such registration 
of the word “aspirin” or other authority issued to any of the de- 
fendants. 

4. That the defendants and each of them, and their officers, 
agents, servants and employees, and all persons acting under, 
through, by, or in behalf of them or either of them, or claiming so 
to act, be perpetually enjoined, restrained, and prohibited, directly 
or indirectly, from 

(a) Representing, referring to, or using in any manner what- 
soever the word “aspirin” as a trade-mark or claiming any right 
therein as a trade-mark. 

(b) Intimidating or preventing individually or collectively 
purchasers or prospective purchasers of aspirin, or others, from 
purchasing or using the product of competitors. 

(c) Issuing or circulating through the mails or otherwise, 
letters, circulars or advertising matter containing any statement, 
intimation or suggestion that the word “aspirin” separately or 
associated with any other word or words or symbol is a trade-mark 
of the defendants, or that the defendants have any right therein as 


a trade-mark. 
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IV. That the petitioner have such other or further relief as 
may in the nature of the case to the Court seem meet or justice may 


require. ‘ : 
q Francis G. Carrey, 


United States Attorney, 
Southern District of New York. 


Final Decree 


This cause came on to be heard at this term, and upon con- 
sideration thereof, and upon motion of the petitioner by Francis 
G. Caffey, United States Attorney for the Southern District of 
New York, its attorney, and by Henry A. Guiler, Special Assistant 
to the United States Attorney, and Ryland W. Joyce, Special As- 
sistant to the United States Attorney, of counsel, for relief in 
accordance with the prayer of the petition, and no testimony or 
evidence having been taken, and all the defendants therein having 
appeared by their attorneys, Lampke & Stein, and having con- 
sented thereto in open court; 

Now, therefore, it is ordered, adjudged and decreed as fol- 
lows, viz.‘ 

I. That the defendants, and each of them, and their officers, 
agents, servants and employees, and all persons acting under, 
through, by, or in behalf of them or either of them or claiming so 
to act, be and hereby are ordered and directed to withdraw any 
and all applications filed with the Secretary or other officer of 
any state in the United States for trade-mark or other registration 
of the word “aspirin” separately or associated with any other word 
or words or symbol, to cause to be cancelled in the office of the 
Secretary or other officer of every state of the United States any 
record made in the office of the said Secretary or officer based upon 
an application made by them or either of them for such trade- 
mark or other registration of the word “aspirin” separately or 
associated with any other word or words or symbol, or to sur- 
render to said Secretary of State or other officer any certificate 
of such registration of the word “aspirin” or other authority issued 
to any of the defendants. 
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II. That the defendants and each of them, and their officers, 
agents, servants and employees, and all persons acting under, 
through, by, or in behalf of them or either of them, or claiming so 
to act, be and hereby are perpetually enjoined, restrained, and 
prohibited, directly or indirectly, from 

(a) Representing, referring to or using in any manner what- 
soever the word “aspirin” as a trade-mark or claiming any right 
therein as a trade-mark. 

(b) Intimidating or preventing individually or collectively 
purchasers or prospective purchasers of aspirin, or others, from 
purchasing or using the product of competitors. 

(c) Issuing or circulating through the mails or otherwise, 
letters, circulars or advertising matter containing any statement, 
intimation or suggestion that the word “aspirin” separately or 
associated with any other word or words or symbol is a trade- 
mark of the defendants, or that the defendants have any right 
therein as a trade-mark. 

III. It is further ordered that the defendants shall be al- 


lowed a period of three months from the filing hereof, in which 
to comply with the terms of this decree. 
Frank S. Dietricn, 


United States District Judge. 
Dated, New York, January 10, 1921. 


Nore: For the history of the “Aspirin” controversy, see note on 
page 79, ante. The procedure adopted in the foregoing petition and 
decree is unique in the history of trade-mark litigation. The uncertainty 
in which the title to the Aspirin trade-mark was involved made a second 
suit by the Bayer Company for an injunction, while the first suit was 
pending undecided, a wholly unsatisfactory remedy. The company’s coun- 
sel, therefore, showed great ingenuity in devising this plan of proceeding, 
and persuading the Department of Justice to adopt it. The question of 
whether the word “Aspirin” is the trade-mark of the Bayer Company, 
or whether it became public property on the expiration of the Bayer 
patent is not dealt with in this proceeding. It was instituted upon the 
theory that whether the word was the trade-mark of the Bayer Company 
or was public property, in either case, the efforts of the defendants to 
monopolize it constituted an unlawful combination in restraint of inter- 
state commerce. As a legal proposition, any claim of exclusive right to 
the use of a trade-mark not well founded in law might equally well be 
treated as a conspiracy in restraint of trade, if the element of conspiracy 
could be established, by showing the complicity of several persons in the 
assertion of the claim. As a practical matter, it would probably be 
difficult to enlist the efforts of a United States attorney in a case which 
involved a less unusual state of facts—Ep. 








